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APPOINTIVE   OFFICIAL 

OFFICE   OF   THE   COMMISSIONER   OF   CAMPAIGN 
FINANCES   AND    PRACTICES 


Term   Expires 
Current 
Peg   Krivec,    Commissioner  December  31,    1986 


Past 
John   N.    Hanson,    Commissioner  December   31,    1980 


SUMMARY  OF  R [ COMMENDA T  IONS 

As  a  separate  section  in  the  front  ol  each  audit  report  we  inckide 
a  listing  of"  all  recommendations  loyelher  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recom- 
mendation. This  listing  serves  as  a  means  of  summarizing  the 
recommendations  contained  in  the  report  and  the  audited  agency's 
reply  thereto  and  also  as  a  ready  reference  to  the  supporting 
comments.  The  full  reply  of  the  Office  of  the  Commissioner  of 
Campaign  Finances  and  Practices  is  included  in  the  back  of  this 
report. 
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The   Office   should   comply   with   the 
provisions   of   Sections    13-37-121(1) 
and    13-37-119,    MCA,    or   seek   changes 
in    the   provisions. 

Agency    Reply:      Concur.      See   page    16. 
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INTRODUCTION 

We  performed  a  financial/compliance  audit  of  the  Office  of  the 
Commissioner  of  Campaign  Finances  and  Practices  for  the  fiscal 
years  ended  June  30,  1979  and  1980.  The  objectives  of  the  audit 
were  to:  (1)  determine  if  the  office's  financial  statements  present 
fairly  its  financial  position  for  the  fiscal  years  ended  June  30,  1979 
and  1980;  (2)  determine  if  the  department  complied  with  applicable 
laws  and  regulations;  and  (3)  make  recommendations  for  improve- 
ment in  the  management  and  internal  controls  of  the  office. 
BACKGROUND 

The  Office  of  the  Commissioner  of  Campaign  Finances  and 
Practices  was  created  by  the  1975  Legislature  to  administer  and 
enforce  Montana's  election  laws.  The  office  is  attached  to  the 
Office  of  the  Secretary  of  State  for  administrative  purposes. 

The  Commissioner  of  Campaign  Finances  and  Practices  is 
appointed  for  a  six-year  term  by  the  governor,  subject  to 
confirmation  by  a  senate  majority.  A  four-member  selection 
committee  comprised  of  the  speaker  of  the  house,  the  president  of 
the  senate,  and  the  minority  floor  leaders  of  both  houses  of  the 
legislature  submit  a  list  to  the  governor  of  two  to  five  names  of 
individuals  for  consideration.  The  office  staff  includes  four 
full-time  employees  in   addition  to  the  commissioner. 

Legislative   appropriations    provided    to   carry  out  the  statutory 
responsibilities  of  the  office  during   fiscal   years   1978-79  and   1979-80 
were   $89,890   and   $89,546   respectively,    all   from  the  state's  General 
Fund. 

We  thank  the  commissioner  and  her  staff  for  their  assistance 
and  cooperation  during  our  audit. 
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STATUTORY    RESPONSIBILITIES 

We  reviewed  the  operatiorib  of  the  Office  of  the  Commissioner 
of  Campaign  Finances  and  Practices  to  determine  if  they  comply 
with  applicable  sections  of  the  Montana  Code  Annotated  (MCA)  and 
the  Administrative  Rules  of  Montana  (ARM).  As  described  in  the 
following  sections,  we  noted  that  the  office  was  not  performing 
certain  statutory  responsibilities  during  fiscal  years  1978-79  and 
1979-80. 

Inspection  of  Statements 

Section  13-37-121(1),  MCA,  requires  the  commissioner  to 
inspect  statements  filed  during  an  election  within  ten  days  after 
filing.  Statements  filed  with  the  commissioner  include  statements 
of  candidacy  and  reports  of  expenditures  made,  contributions 
received,  accounts  receivable  and  payable,  and  bank  reconcilia- 
tions. 

During  fiscal  year  1979-80,  the  commissioner  completed  inspec- 
tions of  statewide  candidate  and  ballot  issue  committee  reports  and 
statements  within  ten  days  after  filing.  The  commissioner  did  not 
complete  inspections  of  political  committee,  state-district,  and 
county  candidate  reports  and  statements  within  the  required  ten 
days.  These  reports  and  statements  represent  approximately 
50  percent  of  the  total  filings.  The  commissioner  stated  that 
staffing  limitations  prevented  a  timely  review  of  all  statements  and 
reports  filed  for  elections  during  fiscal  year  1979-80.  This  reason 
was  also  given  for  the  office's  inability  to  comply  with  this  statute 
during  the  audit  of  fiscal   year    1977-78. 


statement  Summaries 

Section  13-37-119,  MCA,  requires  the  commissioner  to  pre- 
pare, publish,  and  disseminate  summaries  of  the  statements  and 
reports  received.  The  commissioner  stated  that  adequate  staffing 
and  funds  were  not  available  to  allow  for  compliance  with  this 
statute  prior  to  April  1980.  In  April,  the  office  received  an 
additional  full-time  employee  and  upgraded  equipment.  These 
allowed     the     office     to     commence     preparing     statement    summaries. 

RECOMMENDATION   #1 

WE  RECOMMEND  THE  OFFICE  COMPLY  WITH  THE  PROVI- 
SIONS OF  SECTIONS  13-37-121(1)  AND  13-37-119,  MCA,  OR 
SEEK   CHANGES    IN    THE    PROVISIONS. 

Montana   Lobbyist   Disclosure  Act 

The  Montana  Lobbyist  Disclosure  Act  of  1980,  passed  under 
Initiative  85  by  the  voters  of  Montana,  provides  new  provisions  for 
the  regulation  and  disclosure  of  information  related  to  lobbyist 
activities.  The  primary  responsibility  for  administration  and 
enforcement  of  the  act  rests  with  the  Commissioner  of  Campaign 
Finances  and  Practices.  Due  to  pending  legal  action  and  antici- 
pated legislative  amendments  which  may  change  the  provisions  of 
the  act,  the  office  does  not  know  the  future  effect  on  its  opera- 
tions from  complying  with  the  act. 
INTERNAL   CONTROL 

As  pari  ol  our  examination,  we  made  a  study  and  evaluation 
of  the  office's  system  of  internal  accounting  control  to  establish  a 
basis    for    reliance    thereon    in   determining    the   nature,    timing,    and 

3 


extent  of  other  auditing  procedures  necessary  for  expressing  an 
opinion  on  the  financial  statements  and  to  assist  in  planning  and 
performing  our  examination  of  the  financial    statements. 

The  objective  of  internal  accounting  control  is  to  provide 
reasonable,  but  not  absolute,  assurance  as  to  the  safeguarding  of 
assets  against  loss  from  unauthorized  use  or  disposition,  and  the 
reliability  of  financial  records  for  preparing  financial  statements 
and  maintaining  accountability  tor  assets.  The  concept  of  reason- 
able assurance  recognizes  that  the  cost  of  a  system  of  internal 
accounting  control  should  not  exceed  the  benefits  derived  and  also 
recognizes  that  the  evaluation  of  these  factors  necessarily  requires 
estimates  and  judgments  by  management. 

Our  examination  would  not  necessarily  disclose  all  weaknesses 
in  the  system  of  internal  accounting  control  because  it  was  based 
upon  selective  tests  of  accounting  records  and  related  data.  Our 
tests  did  not  disclose  any  material  weaknesses  in  internal  control. 
PRIOR    AUDIT    RECOMMENDATIONS 

The  last  audit  of  the  office  was  performed  by  the  Office  of 
the  Legislative  Auditor  for  fiscal  year  1977-78.  That  report  con- 
tained recommendations  relating  to  eight  issues  still  applicable  to 
the  office's  operations.  The  commissioner  concurred  with  all  of  the 
recommendations.  Seven  of  the  recommendations  were  implemented 
or  partially  implemented.  A  previous  section  of  this  report  includes 
a  discussion  of  the  recommendation  for  which  the  office  has  not 
taken  adequate  corrective  action. 


AUDITOR'S  REPORT  AND  FINANCIAL  STATEMENTS 


vtn 


JAMES  HGILLETT.C  PA. 

Al   IINULtC.lbLAllvr  AUOIIOH 


STATE  OF  MONTANA 

Office  of  the  Legislative  Auditor 


STATE  CAPITOL 

HELENA.  MONTANA  59620 

406M49  3122 


JOHNW  NORTHEY 

!.IAH    1  K.AI  (,f)l)N'.l  I 


The    Legislative   Audit   Committee 
of  the   Montana   State    Legislature: 

We  have  examined  the  Combined  Balance  Sheet  of  the  Office  of 
the  Commissioner  of  Campaign  Finances  and  Practices  as  of  June  30, 
1980,  and  the  related  Statement  of  Revenue,  Expenditures,  and 
Changes  in  Fund  Balance  -  Budget  and  Actual  -  for  the  fiscal 
years  ended  June  30,  1979  and  1980.  Our  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards  and,  accord- 
ingly, included  such  tests  of  the  accounting  records  and  such 
other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

In  our  opinion,  the  financial  statements  referred  to  above 
present  fairly  the  financial  position  of  the  Office  of  the  Commis- 
sioner of  Campaign  Finances  and  Practices  as  of  June  30,  1980, 
and  the  results  of  its  operations  and  the  changes  in  fund  balance 
for  the  fiscal  years  ended  JLinf  30,  1979  and  1980,  in  conformity 
with  generally  accepted  accounting  principles  which,  except  for  the 
change,  with  which  we  concur,  in  the  method  of  accounting  for 
fixed  assets  as  described  in  Note  4  to  the  financial  statements, 
have  been   applied  on   a  consistent   basis. 


Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  basic  financial  statements  taken  as  a  whole.  The 
column  on  the  accompanying  Combined  Balance  Sheet  -  All  Fund 
Types  and  Account  Groups  titled  "Totals  (Memorandum  Only)"  is 
presented  for  purposes  of  additional  analysis  and  is  not  a  required 
part  of  the  basic  financial  statements.  Such  information  has  been 
subjected  to  the  auditing  procedures  applied  in  the  examination  of 
the  basic  financial  statements  and,  in  our  opinion,  is  fairly  stated 
in  all  material  respects  in  relation  to  the  financial  statements  taken 
as  a  whole. 


Respectfully  submitted, 

James   H.    Giliett,    CPA 
Acting   Legislative  Auditor 


December  16,    1980 


OFFICE  OF  THE  COMMISSIONER  OF  CAMPAIGN  FINANCES  AND  PRACTICES 
COMBINED  BALANCE  SHEET- -ALL  FUND  TYPES  AND  ACCOUNT  GROUPS 

JUNE  30,  1980 


Governmental 
Fund  Types 

General  Fund 


Account  Groups 
General 
Fixed  Assets 


Totals 
(Memorandum  Only) 

June  30,  1980 


ASSETS 

Assets  Available  to  Pay 
Accrued  Expenditures  & 
Payables 

Equipment 

Total  Assets 


$5,396 
$5,396 


$16,565 
$16,565 


$  5,396 

16,565 

$21,961 


LIABILITIES  AND  FUND  BALANCE 


Liabilities: 
Accrued  Expenditures 
Total  Liabilities 

Fund  Balance: 
Investment  in  General  Fixed 
Assets 

$5,396 
5,396 

$16,565 

Total  Fund  Balance 

-0- 

16,565 

Total  Liabilities  and 
Fund  Balance 

$5,396 

$16,565 

$  5,396 
5,396 


16,565 
16,565 

$21,961 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 


OFFICE  OF  THE  COMMISSIONER  OF  CAMPAIGN  FINANCES  AND  PRACTICES 
STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 
CHANGES  IN  FUND  BALANCE  -  BUDGET  AND  ACTUAL 
GOVERNMENTAL  FUND  TYPES 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1979 


GOVERNMENTAL  FUND  TYPES 


General  Fund 

Variance  - 
Favorable 

Budget 

Actual 

(Unfavorable) 

$  -0- 

$  -0- 

$-0- 

-0- 

-0- 

-0- 

89,890 

89,888 

2 

89,890 

89,888 

2 

Revenues : 

Total  Revenues 

Expenditures : 
Administration 

Total  Expenditures 

Excess  of  Current  Revenues  Over 
(Under)  Current  Expenditures  (89,890)        (89,888)  (2) 

Other  Financing  Sources  (Uses) 
Operating  Transfers  In 
Operating  Transfers  Out 
Support  from  (to)  the  General  Fund 

Excess  of  Revenue  Over  (Under) 

Expenditures  and  Other  Sources 

(Uses)  -0- 

Fund  Balance  June  30,  1978  -0- 

Fund  Balance  June  30,  1979  $  -0- 


68 

68 

-0- 

(68) 

(68) 

-0- 

89,890 

89,888 

2 

The  notes  to  the  financial  statements  are  an  integral  part 


-0-            -0- 

-0-            -0- 

$_ 

-0-           $-0- 

t 

of  this  statement. 

OFFICE  OF  THK  COMMISSIONKR  OF_CM\VA  1  GN_H  NANCKS  AMI)  PRACTICES 

STATEMENT  OF  REVENUES,  EXMnDITU'RKS  ,  AND 

CHANGES  INFUND  BALANCE  -  BUDGET  AND  ACTUAL 

GOVERNMENTAL  FUND  TYPES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30.  1980 


GOVERNMENTAL  FUND  TYPES 


Revenues : 

Total  Revenues 

Expenditures : 
Administration 

Total  Expenditures 

Excess  of  Current  Revenues  Over 
(Under)  Current  Expenditures 

Other  Financing  Sources  (Uses) 
Operating  Transfers  In 
Operating  Transfers  Out 
Support  from  (to)  the  General  Fund 

Excess  of  Revenue  Over  (Under) 
Expenditures  and  Other  Sources 
(Uses) 

Fund  Balance  June  30,  1979 

Fund  Balance  June  30,  1980 


Budget 

$  -0- 

-0- 


89,546 
89,546 


(89,546) 


-0- 
-0- 


General  Fund 


Actual 


$  -0- 

-0- 


89,540 
'89,540 


(89,540) 


-0- 
-0- 


Variance  - 

Favorable 

(Unfavorable) 


$-0- 


6" 


(6) 


102 

102 

-0- 

(102) 

(102) 

-0- 

89,546 

89,540 
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$  -0- 


$  -0- 


-0- 

-0- 

$-0- 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 


OFFICE   OF   THE   COMMISSIONER    OF 
CAMPAIGN    FINANCES   AND   PRACTICES 

Notes   to  the   Financial   Statements 

Fiscal   Years   Ended   June  30,    1979  and   June  30,    1980 


1.        SUMMARY   OF   SIGNIFICANT   ACCOUNTING    POLICIES 
Basis  of  Accounting 

The  preceding  financial  statements  were  prepared  from  the 
Statewide  Budgeting  and  Accounting  System  (SBAS).  The  state  of 
Montana  utilizes  the  modified  accrual  basis  of  accounting.  Under 
the  modified  accrual  basis  of  accounting,  expenditures  are  re- 
corded on  the  basis  of  valid  obligations.  Revenues  are  recorded 
when  received  in  cash  unless  SLisceptible  to  accrual.  Revenues  are 
susceptible  to  accrual  if  (1)  they  are  measurable  and  available  to 
finance  expenditures  of  the  fiscal  period,  or  (2)  are  material  in 
amount  and  are  not  received  at  the  normal  time  of  receipt. 
Fund   Classifications   and   Account   Groups 

The  state  of  Montana  accounts  are  organized  by  a  fund  struc- 
ture as  outlined  in  section  17-2-102,  MCA.  For  financial  presenta- 
tion, these  funds  have  been  reclassified  according  to  the  National 
Council  on  Governmental  Accounting  (NCGA),  Governmental  Ac- 
counting and   Financial    Reporting   Principles  Statement  1 . 

Governmental    Funds 

The  General  Fund  -  to  account  for  moneys,  except  those 
moneys  required  to  be  accounted  for  in  another  fund.  General 
Fund  moneys  deposited  in  the  state  treasury  are  available  to 
defray  the  costs  of  state  government. 
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Account  Groups 

General  Fixed  Assets  -  a  self-balancing  group  of  accounts 
used  to  account  for  fixed  assets. 

Inventories 

Supplies  are  treated  as  expenditures  when  purchased  and, 
consequently,  there  is  no  asset  recorded  for  supplies  inventory. 
Supplies  and  materials  expenses  for  the  Office  of  the  Commissioner 
of  Campaign  Finances  and  Practices  consists  primarily  of  the  costs 
of    forms    and    booklets    prepared    for   distribution    during    elections. 

General    Fixed   Assets  and   Depreciation 

General  fixed  assets  purchased  are  recorded  as  expenditures 
at  the  time  of  purchase.  Depreciation  is  not  provided  on  general 
fixed   assets. 

Vacation  and  Sick   Pay 

Liabilities  incurred  because  of  unused  vacation  and  sick  pay 
by  employees  are  not  recorded.  The  related  expenditure  is  re- 
corded when  paid.  Permanent  employees  are  allowed  to  accumulate 
and  carry  over  a  maximum  of  two  years'  vacation  into  a  new  calen- 
dar year.  Excess  vacation  time  is  not  forfeited  if  taken  within  90 
days  from  the  last  day  of  the  calendar  year.  Upon  termination, 
qualifying  permanent  employees  having  unused  accumulated  vaca- 
tion and  sick  leave  receive  payment  for  vacation  on  a  100  percent 
basis  and  sick  leave  on  a  25  percent  basis.  The  amount  of  the 
liability  associated  with  unused  accumulated  vacation  and  sick  leave 
at  June  30,  1979  and  June  30,  1980  is  maintained  on  an  hourly 
basis.  The  monetary  liability  is  not  calculated  until  an  employee 
terminates. 


11 


Revenue 

The  agency's  cash  receipts  from  the  sale  of  copies  of  cam- 
paign reports  are  deposited  with  the  Office  of  the  Secretary  of 
State.  Revenues  of  the  Office  of  the  Commissioner  of  Campaign 
Finances  and  Practices  are  shown  on  the  financial  statements  as 
operating  transfers  in,  and  the  corresponding  deposits  to  the 
Secretary  of  State  are  reported  as  operating  transfers  out.  Reve- 
nues for  fiscal  years  1978-79  and  1979-80  amounted  to  $68  and 
$102,    respectively. 

2.  RETIREMENT    PLAN 

Employees  at  the  office  are  covered  by  the  Public  Employees' 
Retirement  System.  This  contributory  retirement  plan  involves 
matching  amounts  paid  by  the  eligible  employee  and  employer.  The 
office  incurred  pension  plan  costs  of  $3,543  during  fiscal  year 
1978-79  and  $3,953  during  fiscal  year  1979-80.  The  state's  policy 
is  to  fund  accrued  pension  costs.  The  state  contributes  6.20  per- 
cent of  an  employee's  gross  wages  and  the  employee  contributes 
6  percent  of  his  gross  wages  to  the  plan. 

At  June  30,  1980,  the  Public  Employees'  Retirement  System 
was  actuarially  sound.  The  unfunded  past  service  costs  and 
actuarially  computed  value  of  vested  benefits  were  not  readily 
available  for  members  of  the  plan  employed   by  the  office. 

3.  LEASES 

During     fiscal     year     1978-79,      leases     of     the     Office    of     the 
Commissioner  of  Campaign   Finances  and   Practices   included  operating 
leases    of    $170    per    month    tor   office    space    and    approximately    $270 
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per  month  for  3  months  for  leasing  of  an  IBM  Mag  Card  II  type- 
writer. Lease  expenses  for  fiscal  year  1979-80  were  $181  per 
month  for  office  space. 

4.  CHANGE    IN    ACCOUNTING   POLICY    FOR    FIXED   ASSETS 
During    fiscal     year    1978-79,     the    office    adopted    the    state    of 

Montana's  Property  Accountability  Management  System  (PAMS). 
The  PAMS  only  accounts  for  fixed  assets  with  a  unit  cost  of  $200 
or  more. 

Prior  to  fiscal  year  1978-79,  the  office  accounted  for  all  fixed 
assets,  including  those  with  a  unit  cost  of  under  $200.  Fixed 
assets  reported  on  the  June  30,  1978  Balance  Sheet  with  a  unit 
cost  less  than  $200,  and  totalling  approximately  $2,500,  are  still 
held  by  the  office,  but  as  a  result  of  the  account  change  are  not 
reported  on   the  June  30,    1980  Combined   Balance  Sheet. 

5.  BUDGET    INFORMATION 

The  office  utilizes  a  fixed  annual  basis  of  budgeting.  Under 
the  fixed  annual  method,  appropriations  of  specific  dollar  amount 
are  set  for  each  fiscal  year  of  a  biennium  by  the  legislature. 
Appropriations  control  the  office's  financial  operations  during  each 
fiscal  year.  At  the  end  of  each  year  the  office's  General  Fund 
appropriation  is  reverted  to  the  General  Fund.  The  reverted 
appropriation  may  be  used  in  the  subsequent  year  as  authorization 
for  valid   prior  year  obligations. 

If  the  Governor  determines  that  due  to  an  unforeseen  and 
unanticipated  emergency,  the  amount  actually  appropriated  for  the 
first  fiscal  year  of  a  biennium  is  insufficient  for  the  operation  and 
maintenance    of    the    office,    he    may    authorize    expenditures    during 
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the  first  fiscal  year  of  the  biennium  to  be  made  from  the 
appropriation  for  the  second  year.  The  office  operated  within  the 
original     appropriation     during     fiscal     years     1978-79    and     1979-80. 
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AGENCY  REPLY 


COMMISSIONER  OF  POLITICAL  PRACTICES 


TED  SCHWINDEN  GOVERNOR 


PEG  KRIVEC.  COMMISSIONER 
1205  EAST  EIGHTH  AVENUE 


STATE  OF  MONTANA' 


(406)449  2942 


CAPITOL  STATION 
HELENA.  MONTANA  59620 


March    9,       1980 


RECEIVED 

WAR  1  I  '381 

MONTANA  LEGISLATIVE  AUDITOR 


James  H.  Gillett 

Acting  Legislative  Auditor 

State  Capitol 

Helena,  Montana  59620 

Dear  Mr.  Gillett: 

I  have  review  the  audit  report  prepared  by  your  office 
for  the  Office  of  Commissioner  of  Political  Practices 
for  Fiscal  Year  ending  June  30,  1980. 

The  response  to  your  recommendation  is  attached. 

Respectfully  yours. 


t-i^<e<L-^ 


PEG  KRIVEC 
Commis  sioner 

PK/kc 

Enc  los  ur e 
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^^^  i  iitiAi  iirroinu'jity  i  Mfi  oyi  n 


RECOMMENDATION  it  1 

WE  RECOMMEND  THE  OFFICE  COMPLY  WITH  THE  PROVISIONS  OF  SEC- 
TIONS 13-37-121(1)  AND  13-37-119,  MCA,  OR  SEEK  CHANGES  IN 
THE  PROVISIONS. 

We  concur:  With  regards  to  section  13-37-121(1),  the  office 
was  not  able  to  comply  with  this  statute  due  to  the  appro- 
priations it  received  for  Fiscal  Years  1979  and  1980.  We 
will  be  able  to  fully  Implement  the  enforcement  of  the 
above  statute  when  adequate  funding  is  available. 

With  regards  to  section  13-37-119,  the  office  would  like  to 
clarify  that  this  recommendation  was  directed  at  subsection 
(3).  Since  the  audit,  this  office  has  published  and  distri- 
buted a  summary  for  the  1980  election.  As  noted  in  the  audit 
summaries,  the  staff  and  equipment  was  not  available  until 
April,  1980. 
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